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USDOC FOR MPD 

E.O. 11652: NA 

TAGS: ECIN, EIND, ASEAN 

SUBJECT: PHILIPPINE DIESEL ENGINE PROJECT 

REF: SINGAPORE 2826 

1 . SUMMARY. THE PHILIPPINES IS PLANNING TO GO AHEAD WITH 

A DIESEL ENGINE MANUFACTURING PLANT TO PRODUCE 10,000 UNITS 
ANNUALLY OF 50-400 HP ENGINES PRIMARILY FOR THE PROGRESSIVE 
TRUCK MANUFACTURING PROGRAM IN SPITE OF THE FACT DIESEL EN- 
GINE PRODUCTION HAS BEEN DESIGNATED SINGAPORE'S ASEAN PRO- 
JECT. END SUMMARY. 

2. THE BOARD OF INVESTMENTS WILL GRANT PERMISSION TO ONE 
FIRM TO BUILD A DIESEL ENGINE PLANT IN THE PHILIPPINES 
AND GRANT IT TAX INCENTIVES. THIS WAS ANNOUNCED JULY 

6 BY FRANCISCO "PAT" JOVER, TRANSPORT SECTION CHIEF OF 
THE BOI. THE PLANT WILL PRODUCE APPROXIMATELY 10,000 
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UNITS ANNUALLY OF 50 TO 400 HOSEPOWER ENGINES BY 1979, 
PRIMARILY FOR THE NEWLY INSTITUTED PROGRESSIVE TRUCK 
MANUFACTURING PROGRAM, AS WELL AS NON-AUTOMOTIVE USES 
APPLICABLE IN THIS SIZE RANGE. JOVER ALSO SAID THAT THE 
GOP WOULD "MOST PROBABLY" ESTABLISH TARIFF BARRIERS TO 
IMPORTS OF ENGINES IN THIS SIZE RANGE WHEN THE PLANT IS 
FULLY OPERATIONAL. 
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3. SEVEN FIRMS HAVE SIGNED LETTERS OF INTENT TO PRODUCE 
ENGINES HERE IF PERMITTED BY THE BOI: PERKINS, GENERAL 
DIESEL, LEYLAND, MITSUBISHI, CUMMINS, ISUZU, AND MAN. 

PUBLIC HEARINGS WILL BE HELD IN MID-AUGUST TO ESTABLISH 
THE PARAMETERS AND BASIC GUIDELENES FOR THE PROJECT. PO- 
TENTIAL PRODUCERS AND END-USERS WILL BE INVITED TO ASSIST 
THE BOI IN DEFINING THE TECHNICAL SPECIFICATIONS FOR THE 
ENGINE THAT WOULD MAKE IT APPLICABLE TO AS AS WIDE A RANGE 
OF USERS AS POSSIBLE. 

4. TO ACHIEVE ECONOMIES OF SCALE IN PRODUCTION, JOVER 
SAID THAT DIESEL ENGINES WILL BE MADE A "FORCED DELETION” 
ITEM IN THE PTMP, I.E., LOCAL TRUCK PRODUCERS WILL BE 
FORCED TO USE THE LOCALLY PRODUCED ENGINE RATHER THAN IM- 
PORT ONE. THE BOI IS ALSO CONSIDERING THE POSSIBILITY 

OF CONVERTING TO DIESELS IN THE ASIAN UTILITY VEHICLE 
(AUV) PRODUCTION UNDER THE PROGRESSIVE CAR MANUFACTURING 
PROGRAM (PCMP). FOR THE MOST PART, HOWEVER, DIESELS WILL 
NOT BE APPLICABLE IN LOCAL AUTOMOBILE PRODUCTION UNDER 
THE PCMP. 

5. IN THE ASEAN CONTEXT, JOVER STATES THE THE PHILIPPINE 
PROJECT IS CONSIDERED AN "EXISTING, FIRMED UP OROJECT" AND 
THEREFORE IS NOT IN CONFLICT WITH THE ASEAN DIESEL ENGINE 
PROJECT OF SINGAPORE. IN RECENT MEETINGS WITH SINGAPOREAN 
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OFFICIALS JOVER SAID THE PHILIPPINE TEAM MADE IT CLEAR THAT 
THEY WERE GOING AHEAD WITH THIS PROJECT, AND /SINGAPORE 
WAS WILLING TO GIVE WAY" ON THIS SIZE RANGE OF ENGINES. 
SINGAPORE CAN HAVE THE "RESIDUAL MARKET." 

6. USDOC FOR MPD: JOVER SAID THAT CUMMINS ENGINES HAS 
"A VERY GOOD CHANCE" OF BEING SELECTED FOR THIS PROJECT 
BECAUSE THEY ARE ALREADY IN THE MARKET PLACE AND HAVE 
ESTABLISHED A REPLACEMENT ENGINE MARKET, AS WELL AS AN 
ENGINE REBUILDING FACTORY. HOWEVER, THE BOI WOULD WEL- 
COME AND ENCOURAGE OTHER U.S. PRODUCERS OF DIESEL ENGINES 
OF THIS SIZE RANGE, 50-400 HOSEPOWER, TO MAKE A PRO- 
POSAL TO THE BOI TO PRODUCE ENGINES HERE. 
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